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IAN W. CAVANAGH 
ssistant De ut Director, Bar No. 056708 

ssistant Chief Counsel, Bar No. 172964 
RENDA A. RAY 
mior Counsel, Bar No. 164564 
ALIFORNIA DEPARTMENT OF 

30 Ninth Street, Suite 500 
acramento, CA 95814-7243 
elephone: (916) 323-0435 

\MESF. N v  0 ELL0 

MANAGED HEALTH CARE 

.ttorneys for Complainant 

BEFORE THE DEPARTMENT OF MANAGED HEALTH CARE 

OF THE STATE OF CALIFORNIA 

DMHC Enforcement No. 02-019 I the Matter of the Accusation Against: 

,IBERTY DENTAL PLAN OF 
:ALIFORNIA, INC., 

Respondent. 

ACCUSATION 

(Health & Saf. Code, 5 1367(h)(3)) 

I. 

INTRODUCTION 

1. This case is brought pursuant to the provisions of the Knox-Keene Health Car 

:ervice Plan Act of 1975, as amended (the Knox-Keene Act) (Health and Safety Code, 

ection 1340 et seq.), based on the failure of Liberty Dental Plan of California, Inc., 

Respondent) to file with the Department of Managed Health Care (the Department) 

,tatistical information relating to its provider dispute resolution mechanism. Respondent's 

;onduct in failing to file the information was in violation of Health and Safety Code, sectioi 

1367, subdivision (h)(3), and constitutes cause for discipline by the Director of the 

3epartment of Managed Health Care pursuant to Health and Safety Code, section 1386, 

iubdivisions (a) and (b)(6). 
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11. 

PARTIES 

2. Joan W. Cavmagh (Complainant) is the Assistant Deputy Director ofthe 

3ffice of Enforcement for the Department of Managed Health Care. Complainant brings thic 

iccusation solely in her official capacity as Assistant Deputy Director of the Office of 

Enforcement for the Department of Managed Health Care. 

3. At all times pertinent to the allegations herein, Respondent has been a 

;pecialized health care service plan as defined by Health and Safety Code section 1345, 

wbdivision (0, and is subject to the regulatory provisions of the Knox-Keene Act (Health & 

Safety Code section 1340 et. seq.). Respondent is the holder of health care service plan 

.icense number 933-0052, issued on August 3, 1978, by the Commissioner of the Departmer 

3f Corporations, predecessor to the Director of the Department of Managed Health Care of 

;he State of California.’ Respondent’s principal corporate office is located at 3636 Birch 

Street, Suite 250, Newport Beach, California 92660. 

111. 

JURISDICTION 

4. This Accusation is brought before the Director of the Department of Managed 

Health Care under the authority of the following sections of the Health and Safety Code: 

Section 1340 et seq., known as the Knox-Keene Act, was enacted in 

1975 to provide state regulation of health care service plans. The Knox-Keene Act 

was amended in 1999 to create the Department of Managed Care, within California’s 

a) 

1341.9). 
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Business, Transportation, and Housing Agency? The Department is charged with the 

execution of the laws of the state relating to health care service plans. The statutory 

mission of the Department, as set forth in section 1341, subdivision (a), is to ensure 

that health care service plans provide enrollees with access to quality health care 

services and to protect and promote the interests of enrollees. 

b) Section 1367, subdivision (h)(3) provides: 

On and after January 1,2002, each health care service plan shall annual submit 

a report to the department regarding its dispute resolution mechanism. The 

report shall include information on the number of providers who utilized the 

dispute resolution mechanism and a summary of the disposition of those 

disputes. 

c) Section 1386, subdivision (a), authorizes the Director of the Departmen 

to take disciplinary action against a health care service plan, including, but not limitec 

to, the assessment of administrative penalties against the plan, if the Director 

determines, after appropriate notice and an opportunity for a hearing, that the plan ha! 

committed an act or omission that constitutes grounds for disciplinary action. 

d) Section 1386, subdivision (b)(6), sets forth the acts or omissions that 

constitute grounds for disciplinary action by the Director, including when the plan 

". . .has violated or attempted to violate, or conspired to violate, directly or indirectly, 

or assisted in or abetted a violation or conspiracy to violate any provision of [the 

Knox-Keene Act]. . . . ,, 

Effective January I, 2001, the Department ofManaged Care has been renamed the 
)epartment of Managed Health Care. Pursuant to a year 2000 legislative order, all references in the 
hox-Keene Act to the Department of Managed Care are to change, reflecting the new department'! 
itle, the Department of Managed Health Care. (Stjts. 2000, Chap. 587 (AE 2903) 4 lOO(a).) - -  
iccusation 
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IV. 

FACTUAL ALLEGATIONS 

5. On December 13,2001, the Department sent a letter to all licensed health care 

iervice plans, including Respondent, reminding them of the requirements of Health and 

Safety Code, section 1367, subdivision (h)(3), and providing a template to be used in 

.eporting the required information. The letter stated that the report submitted by Respondent 

o the Department was due by January 1,2002, and “should include information for the first 

hree (3) quarters and available information for the fourth quarter of the 2001 calendar year.’ 

The Department also provided a contact person and phone number to call if the health care 

iervice plan had any questions or concerns. 

6. Respondent failed to respond to the Department’s December 13,2001, letter 01 

iubmit the required information by January 1,2002. 

7. On February 1,2002, the Department sent a second letter to Respondent 

xoviding Respondent with a copy of the December 13,2001, letter with the accompanying 

emplate and again requested that Respondent file the required report. 

8. 

9. 

Respondent again failed to file the required information with the Department. 

After receiving a letter from the Department dated April 10,2002, warning tha 

nforcement action would be taken due to the failure to file the statutorily required report, 

iespondent finally submitted the required information to the Department on April 18,2002. 

10. Based upon all of the above, Respondent is subject to disciplinary action and 

he assessment of an administrative penalty. 
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V. 

FIRST CAUSE FOR DISCIPLINE 

FAILURE TO FILE INFORMATION REGARDING 

RESPONDENT’S PROVIDER DISPUTE RESOLUTION 

MECHANISM 

Complainant incorporates by reference paragraphs 1-10, as stated above, as 11. 

hough l l l y  set forth herein. 

12. Respondent is subject to the assessment of an administrative penalty for 

i violation of Health and Safety Code, section 1367, subdivision (h)(3), in that 

Cespondent failed to file with the Department by January 1,2002, a report regarding 

ts dispute resolution mechanism, including information on the number of providers 

who utilized the dispute resolution mechanism and a summary of the disposition of 

hose disputes. 

VI. 

DISCIPLINARY CONSIDERATIONS 

13. The Director of the Department has the discretion, pursuant to the provisions 

If the Health and Safety Code, section 1386, subdivision (a), to assess administrative 

)enalties against, as well as to suspend or revoke the license of, a health care service plan fol 

riolations of the Knox-Keene Act. Complainant has considered the following factors in 

geeking an assessment of an administrative penalty of $2,500 against Respondent in this 

mtion: 

a. Respondent failed to file the required report even after twice being reminded by 

he Department of its obligation to do so. 

b. Respondent finally filed the information on April 18,2002. 
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VII. 

PRAYER 

WHEREFORE, Complainant prays that a decision be rendered by the Director of t h l  

lepartment of Managed Health Care assessing an administrative penalty in the amount of 

62,500 against Respondent, Liberty Dental Plan of California, Inc., and ordering such other 

md further relief as the Director deems proper. 

Accusation 

By: 

JOAN W. CAVANAGH 
Assistant Deputy Director 
Department of Managed Health Care 

Senior Counsel 


